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the regulations which govern or restrict its increase
without any reference to a general sinking fund. But
in sober fact there neither is now, nor ever has been,
a sinking fund for the imperial debt of modern Germany,
though in the 1907 rules a sinking fund was prescribed
for special types of railway loan expenditure* A law,
indeed, was passed on June 3,1906, providing that from
1908 onwards a provision of three-fifths of one per cent*
of the debt should be set aside for its extinction.
For eloquent brevity a later comment of the German
treasury upon this law cannot easily be surpassed*
" Eine Tilgung ist auf Grund dieser Bestimmung nodi
nicht erfolgtS* ** This provision for a sinking fund has
not yet produced any results/* In truth the object of a
sinking fund is to reduce debt* The extinction of a
small amount of debt with one hand while you create
a large amount with the other is not practical; in fact,
it is wasteful. Most modern states indeed indulge in
this sham of a sinking fund probably in the hope of
encouraging their creditors* The German Reichstag
sensibly determined not to enforce its own law until
the Government has contrived to balance revenue and
expenditure*

As regards the actual method of issuing new debt,
the following official account may serve :

" If the Government adopts the system of open sales
with the Reichsbank as its agent, the transaction is
spread according to market conditions over a longer or
shorter period* But if the Imperial or Federal Govern-
ment assigns the new scrip to financial and other
institutions, then the day on which the purchase money
due to the Imperial Government is to be paid wholly
or in part, is considered as the date for the conclusion of